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Summary of rated instruments

Instrument* Rated Amount Rating Action

(Rs. crore)
Fund-based — Cash Credit 5.00 [ICRA]BB- (Stable); Assigned
Fund-based — Advance against Government 2.00 [ICRA]BB- (Stable); Assigned
supply bills
Total 7.00

*Instrument details are provided in Annexure-1

Rating action

ICRA has assigned a long-term rating of [ICRA]BB- (pronounced ICRA double B minus) to the Rs. 7.00
crore’ fund based facilities of Polo Queen Industrial and Fintech Limited (‘PIFL’ or ‘the company’)z. The
outlook on the long-term rating is Stable.

Rationale

The assigned rating favourably reflects the extensive experience of the promoters in the trading of
textiles, chemicals and fast moving consumer goods (FMCG). ICRA notes its longstanding relationship
with customers and suppliers, along with moderate recognition of its in-house FMCG brands in the
domestic market. The ratings also factor in the company’s comfortable capital structure as depicted by
low gearing of 0.07 time as on March 31, 2017, due to its strong net-worth base, coupled with the low
working capital intensity of its operations.

The rating, however, is constrained by the company’s moderate scale of operations in a highly fragmented
and competitive industry structure with low entry barriers, which limits pricing flexibility. Furthermore,
the low value added nature of its trading business keeps PIFL’s profit metrics weak with low return
indicators. The ratings also note the de-growth in operating income in FY2017 due to an adverse, albeit
temporary, impact on demand and delayed payment realisation emanating from the post effects of the
currency demonetisation. The rating is also constrained by the company’s concentrated customer base
with its top two customers’ contribution standing at ~50% of its total sales revenue.

Going forward, the company’s ability to ramp up its scale of operations while improving its profitability
will be the key rating monitorable. Further, its ability to maintain its working capital requirement at
prudent levels would also remain a key rating sensitivity.

1 100 lakh = 1 crore = 10 million
% For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating Publications
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Key rating drivers
Credit strengths

Extensive experience of the promoters in the textile and FMCG trading sector - PIFL belongs to
the House of Rajkamal. The promoters have more than three decades of experience, which ensures
repeat orders from reputed and established customers.

Comfortable capital structure marked by strong net-worth along with low working capital
intensity - The company’s capital structure, with a minimal loan and strong net-worth position, has
traditionally remained healthy with a low gearing ratio of ~0.04-0.07 time and TOL/TNW of ~0.07—
0.15 time since FY2013. Due to the nature of its trading business, the company was able to maintain
healthy liquidity levels, indicated by a low working capital intensity of ~7% in FY2016 and FY2017.

Credit weaknesses

De-growth in operating revenue in FY2017 due to demonetisation impact and change of focus
towards low volume, high profitability products — The demonetisation in November 2016
impacted PIFL’s sales from November 2016 to February 2017. Its average monthly sales decreased to
Rs. 1.10 crore during this period, as compared to a monthly average of Rs. 6.40 crore from April to
October 2016. Further, the company shifted its focus to higher margin products like FMCG,
chemicals and minerals, and reduced the trading of textiles by almost 45%. As a result, the total
revenue reduced by ~26% in FY2017 as compared to FY2016. However, the profitability increased
significantly from 2.67% in FY2016 to 5.60% in FY2017.

High customer concentration risks with the top two customers accounting for almost 50% of
the total sales in the last two fiscals - The company has a high concentrated customer base with the
top two customers accounting for 55% and 45% of total sales in FY2016 and FY2017, respectively.
However, diversified business portfolio along with a reputed customer base from various industries
diminishes the risk to some extent.

Thin profitability due to low value added nature of business and intense competition in the
textile and FMCG industries — Due to limited entry barriers, there are numerous organised and
unorganised players in the FMCG and textile trading business, which pose intense competition for
PIFL. The low value added nature of its business further restricts its profitability, as depicted by low
return indicators with return on capital employed (RoCE) and net-worth at 2.09% and 0.71%,
respectively, in FY2017. However, due to its pan India presence in the market for more than three
decades, the company has lowered the risk to a certain extent.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated
below.

Links to applicable criteria:
Corporate Credit Rating Methodology

Rating Methodology for Trading Companies



https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=384&Title=Trading%20Companies&Report=Trading%20Companies,%20Rating%20Methodology,%202012.pdf
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About the company:

Polo Queen Industrial and Fintech Limited (PIFL) belongs to the House of Rajkamal, which was founded
by late Shri Jiwanram Sanghai over five decades ago. PIFL was incorporated on July 19, 1984, as
Searchlight India Limited with its registered office in West Bengal. This was relocated to Mumbai in
1995. The company was renamed as PIFL in 2009, and is presently listed with the Bombay Stock
Exchange (BSE). The company is engaged in the trading of minerals, textiles and FMCG.

The company has two depots, one in Delhi (on rental basis) for the distribution of goods in northern India,
and the other at Dombivali, Mumbai, which is owned by the company.

In FY2017, the company reported a net profit of Rs. 1.10 crore on an operating income of Rs. 61.35
crore, as compared to a net profit of Rs. 0.51 crore on an operating income of Rs. 83.46 crore in the

previous year.

Key Financial Indicators (Audited)

FY2016 FY2017
Operating Income (Rs. crore) 83.46 61.35
PAT (Rs. crore) 0.51 1.10
OPBDIT/ Ol (%) 2.67% 5.60%
RoCE (%) 1.32% 2.09%
Total Debt/ TNW (times) 0.05 0.07
Total Debt/ OPBDIT (times) 3.66 3.15
Interest coverage (times) 1.69 2.05
NWC/ Ol (%) 7% 7%

Ol: Operating Income; PAT: Profit after Tax; OPBDIT: Operating Profit before Depreciation, Interest,
Taxes and Amortisation; ROCE: PBIT/Avg (Total Debt + Tangible Net-Worth + Deferred Tax Liability -

Capital Work - in Progress);
NWC: Net Working Capital

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable
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Rating history for last three years:

Table:
Current Rating (FY2018) Chronolot% %falgtaél;\gal;lslstory for
. Date & Date & Date &
illo Instrument Dai‘:]elf\‘(goalténg Rating in | Ratingin | Rating in
' Type | Amount Rated FY2017 | FY2016 | FY2015
(Rs. crore)
November i i i
2017
. Long [ICRA]BB-
1 Cash credit Term 5.00 (Stable) - - -
2 Advance against | Long 200 [ICRA]BB- i i i
govt supply bills| Term ' (Stable)

Complexity level of the rated instrument:
ICRA has classified various instruments based on their complexity as "Simple", "Complex™ and "Highly
Complex". The classification of instruments according to their complexity levels is available on the

website www.icra.in



http://www.icra.in/
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Annexure-1
Instrument Details

ISIN No | Instrument Date of | Coupon | Maturity | Amount Rated | Current Rating and
Sanction Rate Date (Rs. crore) Outlook

Cash Credit - - - 5.00 [ICRA]BB- (Stable)

Advance against i : i 2.00 [ICRA]BB- (Stable)

govt supply bills

Source: Polo Queen Industrial and Fintech Limited
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.

For more information, visit www.icra.in
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